1) What type of housing would you suggest for people in the following life situations?
a. A single parent with two school-age children.
- Rental housing can provide facilities for children in a family-oriented area as it is easy to move, less maintenance, more room than apartment with minimal financial commitment or purchase a home to meet financial and other family needs. 
b. A two-income couple without children.
- Rental housing offers convenience and flexibility of lifestyles or purchase housing for financial benefits and to build long-term financial security
c. A person with both dependent children and a dependent parent.
- Rental housing for convenience, flexibility for changing needs and financial situation or purchase housing that requires minimal maintenance and meets lifestyle needs. 
d. A couple near retirements with grown children.
- Rental housing can meet financial, social and physical needs or purchase housing that requires minimal maintenance, offer convenience and provides needed services. 
 2) Which mortgage would result in higher total payments?
· Mortgage A: $970 a month for 30 year 
· Mortgage B: $760 a month for 5 years and $1005 for 25 years
	Mortgage A would result in higher total payments as it is equal $349,200 as $970 per month for 30 years = 970 x (30x12) while total payments of mortgage B is only $347,100 as $760 a month for 5 years and $1005 for 25 years = 760 x ( 5x12) + 1005 x (25x12). 
3) What are the two main types of consumer credit?
	1. Closed-end Credit which used for specific purpose and involves a specified amount such as mortgage loans, automobile loans and installment loans. It usually involves a written agreement for each credit purchase. A down payment or trade-in may be required, with the balance to be repaid in equal monthly payments over period of time. 
	2. Open-end Credit that normally used to make small purchases at different store such as credit card and overdraft lines. You can use open-end credit to make any purchase you wish with in your line of credit, the maximum amount of credit lender has made available to you, and you may have to pay interest or other finance charges for use of such credit. 

4) What are the general rules of measuring credit capacity?
The best way to determine how much credit you can assume is to first make an accurate and sensible personal or family budget. Budgets can be simple and carefully considered outlines of plans to distribute dollars of earnings. The first general rule is debt payment to monthly income ratio as you add all of your monthly expenses not including your mortgage and divide that by your monthly income. The percentage should not be more than 20 percent which is the maximum amount that experts prefer. The second general rule is debt to equity ratio which is your liabilities by your net worth. It tells your real net worth. Based on amount you earn, your current obligation and your financial plan for the future can determine the exact amount of credit you need and can afford. 
 5) A few years ago, Michael Tucker purchased a home for $100,000. Today, the home is worth $150,000. His remaining mortgage balance is $50,000. Assuming that Michael can borrow up to 80 percent of the market value, what is the maximum amount he can borrow?
[bookmark: _GoBack]	Amount that Michael can borrow: 0.8 x 150,000 = $120,000 minus with remaining mortgage loan of $50,000 will be equal to  $120,000 - $50,000 = $70,000 which is the maximum amount that he can borrow. 
	
	
